R CiTi2ens ResearcH COUNCiL OF MICHIGAN

Michigan’s Use of
Ad Valorem Special Assessments

Michigan House of Representatives
Local Government Committee

Eric Lupher, Director of Local Affairs
March 20, 2014

CiTizENS RESEARCH COUNCIL OF MICHIGAN

About The Citizens Research Council

» Founded In 1916

» Statewide

» Non-partisan

« Private not-for-profit

» Promotes sound policy for state and local
governments through factual research

Relies on charitable contributions of Michigan
foundations, businesses, and individuals

o www.crcmich.org

ﬂ Citizens ResearcH COUNCIL OF MICHIGAN

Differences in Characteristics of Taxes
and Traditional Special Assessments

« General Property Taxes are levied upon both real
and tangible personal property not otherwise
exempt by law

« Traditional Special Assessments are levied only
upon land and premises.

« Real property which is exempt from general
property taxation is not exempt from special
assessment unless the statute authorizing the
special assessment so provides.
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Cimizens Research COUNCIL OF MICHIGAN

Differences in Characteristics of Taxes
and Traditional Special Assessments

« General Property Taxes are levied throughout an
entire unit of local government
« A city, village, township, or county for example

« Traditional Special Assessments are levied only
within a speclal assessment district comprised of
the land and premises especially benefited by the
public improvement belng financed.

« A sub-region of the local government

CiTizens ResearcH COUNCIL OF MICHIGAN
KA

Differences in Characteristics of Taxes
and Traditional Special Assessments

« General Property Taxes are levied on real and
personal property except properties statutorily
exempted (churches, hospitals, charities, etc.)

« Traditional Special Assessments are levied only
on real property and do not provide for exemptions
of non-profit entities except In a few cases

Cimizens ResearcH Council OF MICHIGAN

Differences in Characteristics of Taxes
and Traditional Special Assessments

« General Property Taxes are levied on a modified
acquisition value basis (taxable value) until there Is
a transfer In ownership

« Traditional Special Assessments are levied upon
the basls of proportionate front footage or land
area.
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Cirizens ReseaRcH COUNCiL OF MICHIGAN

Ad Valorem Special Assessments:
Blurring the Differences

» Starting in 1950s, legislation broadened beyond
public improvements the purposes for which special
assessments could be imposed

» Change had the effect of eroding the connection
between special assessments and public
improvements which, In turn, undermined the
distinction between special assessments and
general taxes.
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Ad Valorem Special Assessments:
Blurring the Differences

« Lines further blurred by abandoning traditional
means of spreading the costs (frontage, land area,
etc.) in favor of an ad valorem distribution

« Ad valorem speclal assessments do not honor the
historical connection between special assessments
and public Improvements.

« The ad valorem value of property bears no consistent
relationship to the beneflts recelved from basic
governmental services.

CiTi1zeNs RESEARCH COUNCIL OF MICHIGAN

Bolt vs City of Lansing provisions
related to definition of a tax:

A tax:

1. Is to be levied to raise revenue for the general
operation of government;

2. Is to be levied to benefit the general public; and

3. Is compulsory in nature.
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R CiTizens ReseARCH COUNCIL OF MICHIGAN

Conclusions and Suggested Remedies

« Traditional Special Assessments are a long-
standing and readily accepted financing tool
available to local governments

» CRC’s last look at this subject counted 34 statutes
that authorlze speclal assessments for public
Improvements

« All but a few of these statutes conform to standards
that differentiate traditional special assessments from
general property taxation

« Unit-Wide Ad Valorem Speclal Assessments
blur the lines and should be treated different

Cit1ZeNs ReseaRcH COUNCIL OF MICHIGAN

Conclusions and Suggested Remedies

« Suggested Remedies for Unit-Wide Ad Valorem
Special Assessments:

1. Eliminate all ad valorem special assessments

« Local governments would have the prerogative of
levying a property tax instead

2. Treat ad valorem special assessments as taxes
« “A tax by any other name Is but a tax...”

CiTizens RESEARCH COUNCIL OF MICHIGAN

Conclusions and Suggested Remedies

3. Establish police and fire authorities to provide
services where currently PA 33 special
assessments are levied
« Would subject the millage to constitutional property

tax limitations
» Would require voter approval pursuant to Sectlon 31
of Article IX

» Would stlll not be subject to 15, 18, 50 mill
limitations
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Appendix B
SpecialAmtsAuthorizedbyStateIaw

Public Act Method of Voter Levy Limits
and Yenr _ Governmental Unit _Puipose C District Referendum _Amount Installments to Assesauent
Act3 Village incorporation Improvements Pursuant to village No None Not specified Property specislly benefited
of 1895 streets and street ordinance
Chspters paving. drains and
VII and sewers, other
X improvements
Act 215 Fourth class cities Public improvements  As specified in No None None Property specislly benefited
of 1895 mumicipal ordinance
Act278 Home rule Public improvements  Specified in village Subject to None Not specified
of 1909 villages charter charter
Act279 Home rule Public improvements  Specified in city Subject to None None Public improvements not specified
of 1909 cities and street lighting charter charter Street lighting: on lands abutting
street. City-wide specisl assessment
district is prohibited if real property in
district is assessed on ad velorem besis
Act 283 Townships Improvements to Pursuant to Act 188 No Notspecified Not Specified Pursumt to Act 188 of 1954
of 1909 public highways of 1954 (See below)
Act 398 Townships, cities, Construction or re- By county board of No None Not specified Benefited property
of 1919 or villages in com- construction of commiissioners upon
bination bridges petition by units of
local government
Act 116 Townships and Public improvements By petition bystleast No Amnual install. 10 to 40 Making, levying, and collection
of 1923 villages garbage collection 51% of land owners ments fora amual in- pursuaat to Act 3 of 1985
and disposal: police in special asesanent single msess-  stallinents
and fire protection district ment cannot  depending Street lighting: front footage basis
and equipment; exceed 15% of onthetype  orlevied equally on each parcel of
water mains for essessed value, of improve- property assessed
fire protection: nor all assesss  ment
streets and bridges; ment more
saitary sewers; than 45% of
public transporta- assessed value, in
tion; street lighting any one year
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Appendix B (Continued)
Spedal Assessments Authorized by State Law

Public Act Method of Voter Levy Limits
and Year Governmental Unit _Purpose C District Referendum  Amount Installments ect to Assessment
Act 359 Charter townships Locd or public im- Pursumt to Act 188 No Not specified Not specified Lands abutting upon and adj to
of 1947 provements: street of 1954 or otherwise benefited by the
paving, curbs and improvement
bridges, sidewalks,
solid waste disposal,
storm md senitary
sewers, water systems,
highway lightt
Act 208 Cities, villages, Improvement of Aspart of development No None Property which is coterminous with
of 1949 and townships blighted neighbor- of neighborhood better the neighborhood area os set forth in
hoods ment plan, with written the neighborhood plan
consent of amajority of
the owners of property
in the district
Act 33 Townships, incorpo- Police and fire By resolutionof town-  No 10 mills for Not to exceed All lands and premises especially
of 1951 rated villages, cities equipment and ship board pursuant to equipment; 15 annual benefited by police or fire protection
with less than 10,000 operations Act 1880f 1954 none for installments
population operations
Act 188 Townships Public improv lution of No None Oneormore Lands benefited in proportion to
of 1954 storm and smitary township board after installments  benefit received
sewers, water mains, hearing on petition,
improvement of pub-  if required or filed
lic highways, side- by more than 50%
walks, parks, tree of affected land
removsl, garbege owners
collection, lighting,
__bicyclepaths
Act 233 Authorities estzblished Acquisition or op- Pursuant to charter Notonspecial None None, but 40 Lands benefited
of 1955 by two or more cownties,  eration of water or stahitory pro- assesanent. yeer limit on
townships, cities, and supply or sewege vision goveming but on con- contract
villages disposdl system each contracting tract with
il authority
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Appendix B (Continued)

Spedal Assesaments Authorized by State Law

PublicAct Method of Voter Levy Limits
and Yem Governmental Unit Puipose C District Referendum _ Amount Installments Pro ect to Assesament
Act 139 Townships Maeintenmce or im- Pursuant to Act 1880f No Notspecified Districtcar Property benefited, on apro rata
of 1972 provement of private 1954, upon petition by not last more  basis
roads at least 51% of affected than § years
property owners
Act 197 Do m develoy t Constr reno- As provided by law No None None Not specified
of 1975 aithority of cities, town-  vation. etc, of public
ships, and villages facilities, existing
buildings, or multi-
fomily dwellings
Act 639 Cities and Port authorities By resolution of No None Not to exceed Benefited lands
of 1978 counties goveming body of 30 installments
constituent unit
other then acounty
Act 28] Local development Public freilities designed By action of city. No Notspecified Notspecified At lenst 50% of the anount specialy
of 1986 finance authorities to redice, eliminate, or  village, or ushan assessed must be from parcels owned
estzblished by cities. prevent thespreadof  township which by parties who are potentially re-
villages, and wban soil and groundwater estrblished the sponsible for the indentified ground-
townships contamination local development water contamination. (At least 50%
finance anthority of the operating costs of the public
facility st be paid by specia
sssesanent)
Act83 Townships Permits townships to By reolution of town-  No No more None Benefited properties
of 1989 contract with cities ship board in township tha 1/2
or villages to sequire where lands are serv- of 1% of
water for fire protec- iced by water systein assessed
tion and other financed purstant value in
purposes to Act 94 of 1933, my one year

Act 342 0f 1939, or
Act 233 of 1955
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Appendix B (Continued)
Spedial Assessments Authorized by State Law

Public Act Method of Voter Levy Limits
snd Year Governmenta] Unit __Pmipose C: District Refevendum _ Amount Installments ect to Assessment
Act 59 Any unit of local Improvements to Actionby lakebomd  No None Not to exceed Lands benefited in proportion to
of 1995 government public inland lakes pursuant to resolution 30mnual in-  benefit received
Part 309 by local governing stallments
__body

Act 59 Counties witha Irrigation districts Not specified No None Not to exceed Lots, premises, and parcels of land
of 1995 population of end irrigation im- 10 annual benefited by irrigation improvements
Part 341 400,000 or less provements installments
Act 153 Counties, cities, villages  Park acquisition or By resolution of legis  No None None Not specified
of 1996 and townships improvement lative body. or upon

petition by (1) owners

of2 3 of the land in

special assesament

district and (2) 2/ 3 of

the land owness
Source: Michigan Statutes Ar d CRC tabulati In addition to the substantive statutes listed sbove, there are a ber of procedural These inchude: Public Act 38 of
1883 wlnch authorizes the esteblishment of special assesument districts when land is transferred from any city, township, ox'nll.qeto mndwrmty. township, or village md there is an out-

1g special at the time of the trander: Public Act 162 of 1962, which prescribes notice of special hesrings req which sy de those of any charter or

other statute: and Public Act 225 of 1976, which permits the deferment of specisl assessments imposed on 1 ds owned end pied by p 65 years of age or older.







